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Administration. On an ongoing basis, the Bureau
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survey research at its on-site call center; presents
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About this time each year,
I have the opportunity
to write this message for
the MBQ. As I sit in my
office thinking about what
to write, I look out o f
my window and see the
University o f Montana
campus at the pinnacle
o f its beauty. I f I were to
walk down to the second
floor, I would see many o f
the staff members at the
Bureau preparing for the
annual outlook seminar
series. As dean o f the school,
I think there are many things that we d o well, but none any
better than the annual outlook series that travels around the state.
This year’
s keynote speaker, William E Whitsitt, has returned to
Montana and is one o f the newest members o f the Bureau staff
and the business school faculty. Bill began his life in Great Falls,
Montana, where he earned a B.S. in Business Administration
from the College o f Great Falls. He then went on with his
graduate studies at Columbia University and received his Ph.D.
in Public Administration from George Washington University.
Bill joined BBER after a long and distinguished career in
public affairs and government relations on the exploration
and production side o f the oil and gas industry. H e served
m ost recently as executive vice president for public affairs at
D evon Energy Corp. o f Oklahoma City, one o f the largest U.S.
exploration and production companies.
Bill has joined a group o f people who President Engstrom
has gathered on this campus to move forward with an energy
initiative. We are examining how the University o f Montana
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and is a wonderful person.
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The Boom Begins to Slow
by Patrick M. Barkey

T

he interesting thing about econom ic trends is that

The U.S. E conom y at Midyear

by the time they become understood by the public
at large, they’
ve often changed. As we assess the

performance and the outlook for the Montana economy well
past the halfway point in the year, new data call into question
two trends that many Montanans have become familiar

Those who see every glass as half full can take to heart
the fact that the national economy turned in its best growth
quarter o f the last two and a half years in the spring o f 2014.
The bad news is that it followed a winter quarter with the
worst decline in econom ic output since the recession. The net

with: the stronger-than-average performance o f our state

result o f a 1 percent annual rate o f growth in Gross Domestic

economy and the natural resource boom that has played such

Product in the first half o f the year for the w orlds largest

an important part in that performance. There are signs that

econom y was certainly disappointing, even if the first half o f

growth in the Montana econom y has been slowing, and it will
be important for decision makers to take these new trends

unemployment rates.

into account.

The performance o f new home construction, so important

Swings in momentum and confidence are fairly typical

for jump-starting local economies throughout the western

in most economic recoveries, o f course. And in a national

region o f the country, was particularly disappointing. Despite

economic recovery that is now reaching average age —the

very low mortgage rates, signs o f price growth in existing

average length o f recovery between recessions since World

housing, and a pick-up in rents, U.S. housing starts barely

War II is 56 months —fluctuations in growth are closely

surpassed 1 million units (annual rate) in the late spring, with

watched for signs o f more serious issues. But the 2007-09
recession was much more severe, and the subsequent recovery
has been much weaker than historical experience, and much
o f the repair work on the economy remains unfinished.
2
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no growth posted over most o f the summer. This is less than
half the rate o f peak activity before the housing bust
and considerably lower than the 1.5 million-unit rate some
had forecast.

2 0 1 <4

Figure 1

That can be seen from the behavior o f two other labor

Decline and Recovery of U.S. Labor Market Indicators
Index: December 2007 = 100, June 2009 = 0

market indicators shown in Figure 1. The number o f people
who report that they are working part time but would
prefer a full-time job remains high, with less than half o f the
recession-induced increases whittled away. And the number
o f marginally attached workers, defined as those not actively
searching but who say they want jobs, remains as high today
as when the recession officially ended in June 2009.

M ontana’
s H ousing M arkets R ecovering
There has been considerable recovery in Montanas
housing markets since the low point o f the recession in
2009. The average sale price o f homes purchased in 2013
was $230,244, up from the average price o f $203,668
o f transactions in 2009. In the more populous western
counties, median sales prices have risen back close to their

Source: U.S. Bureau of Labor Statistics.

2008 levels, while sales prices in Yellowstone County and

This has kept the policy spotlight squarely on the Federal

many eastern Montana counties have substantially surpassed

Reserve. So far the new leadership o f Janet Yellen has not

that mark.

produced any different policies, with the short-term interest

Accompanying this rebound in prices has been a long-

rates controlled by the Fed held near zero just as they
have for the last five years. Weakness in housing and the

delayed pick-up in demand for new homes. Calendar year

deteriorating economic performance o f trading partners in

2013 saw respectable levels o f home-building activity across

Europe has kept the pressure on for very low interest rates to

the state. Housing starts, which are estimated by BBER
based upon both building permits as well as utility hookups,

continue longer.

were highest in the states more urbanized counties last year,

The Crux of the Problem: Labor Markets

as shown in Figure 2 on page 4.

For two and a half years beginning in January 2009, the

Yellowstone County had almost 2,000 units started,

rate o f new homebuilding nationally remained at a sickly

thanks to a big increase in new multi-unit dwellings started

500,000 per year pace, a stark contrast to the 2 million per

last year. Gallatin County’
s 1,409 units started in 2013

year rate experienced during the housing boom and just

was second highest in the state, with a larger proportion

above the estimated level o f building necessary to replace

o f single-family homes. There is also considerable building

the number o f older units demolished every year. When
growth in home building finally resumed in mid-2011 it was
decidedly tepid, with few sustained gains registered since the

activity in oil-dominated counties such as Richland and
Roosevelt counties in the east.
But a comparison o f home-building activity to what was

spring o f 2013.

experienced during the pre-recession housing start peak

Consumer appetites for all types o f debt-financed

shows a markedly different pattern. Most western counties

consumption, with the exception o f cars and trucks, have

remain well off their levels o f building activity in 2004,

been restrained throughout the recovery, and the performance

when more than 10,000 new units were built statewide.

o f housing is only the most prominent symptom o f this

Among the western counties most affected by the housing

malady. But in an economy with low interest rates and
consistent job growth, we must ask, why is this so?

bust, Ravalli County remains in perhaps the worst shape,
building only 29 percent as many homes in 2013 as it did

A big part o f the answer comes from the labor market.

during the housing peak. In contrast, Yellowstone County’
s

Figure 1 shows that two o f the most closely watched

housing starts in 2013 were 47 percent higher than 2004,

labor market indicators, payroll employment and the

with the eastern counties also experiencing much higher

unemployment rate, are now approaching (or exceeding, in

levels o f home-building (Figure 3, page 4).

the case o f employment) their pre-recession levels. But the
kinds o f jobs being created in the economy that are bringing
about this outcome are not as high-paying or secure as those
that were lost.
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Figure 2

Housing Starts, 2013

Source: Bureau of Business and Economic Research, University of Montana.

Figure 3

Housing Starts, 2013, as a Percent of 2004

Source: Bureau of Business and Economic Research, University of Montana.

Updating M ontana’
s R ecen t E con om ic
P erform ance

corrected growth in nonfarm earnings increased by 2.2
percent in 2013, significandy down from the upwardly
revised 3.2 percent growth registered in each o f the previous

As recently as last January, Montanas economy was

two years. This slower growth comes about as two important

continuing to outperform the nation. Some o f this was

drivers o f state economic activity, metal mining and

due to our proximity to the Bakken oil boom unfolding in

government, experienced significant contraction.

North Dakota, especially for the eastern third o f the state.

Over the last two and a half years the situation in global

Continued strong years for Montanas agricultural producers,

commodities markets has performed an about face. The nearly

especially catde ranchers, were another contributing factor.
And strong appetites for metals and other natural resources

decade-long advance in metals prices —especially for copper

from buyers in Asia also breathed extra life into many parts o f

—thanks to the insatiable appetite o f rapidly industrializing

the state.

countries like China, ended in 2011. The price retreats since

New data call that assessment into question. InflationA
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then have hurt Montana suppliers. The only important
metals for Montana to buck this trend have been platinum
2D l A

Figure 4

R evising the Short-Term Outlook

Percent Change in Commodity Prices Since 2011

This midterm reassessment o f the short-term prospects for
Montanas economy comes at a time when there are plenty o f
new developments in the state economy’
s key drivers:
• As these words are written, crude oil prices are in
significant retreat, calling into question the pace
o f drilling activities in the Bakken. Evidence o f
maturation and cost-cutting in ongoing activities
there predates the recent price drop and should help
producers better cope with what are certainly new
challenges for developing new production.
• Wheat and barley prices have fallen back from their

Source: International Monetary Fund.

recent highs, but prices for Montana calves continue to
push the envelope (Figure 5). It is shaping up to be a

and palladium, whose recent price surges are attributable to

respectable year for agricultural producers overall and

worldwide sanctions on Russian production (Figure 4).

an outstanding year for ranchers.

Federal government declines are not as easily explained.

• Montanas smaller but more competitive wood

During 2013 federal payrolls in Montana declined by almost

products manufacturers have benefited from the best

$80 million after correcting for inflation. Most o f the declines

lumber prices in recent years, but production has been

were in Bureau o f Land Management and National Forest

impacted by timber availability.

Service activities, partially because o f less firefighting activity.
For the third consecutive year overall government earnings

• Both tourism and manufacturing are turning in
another year o f steady growth. Transportation and

shrank in 2013, down 1.8 percent for the year.

manufacturing have both benefited from oil activity,

The pattern o f growth across the state has continued to

while visitor spending appears to be com ing back with

evolve. Gallatin and Yellowstone counties continue to pace

overall U.S. consumer spending.

growth among the states urbanized counties, but energy and

• Government spending remains mildly contractionary,

agriculture have continued to cause non-urban growth to be

as the once stable federal spending continues to decline

very strong outside o f western Montana. Construction growth

and state and local spending slowly recovers from

is strongest in Gallatin County, which alone accounted for

recession-induced austerity.

half o f the states overall earnings increase in that industry.

Pulling all o f these changes together presents a more mixed

Earnings in Butte-Silver Bow have been impacted by

outlook for the overall state economy than existed just six

commodity prices, while Flathead County growth has begun
to accelerate.

months ago. The commodity boom that pushed natural
resource prices up to dizzying heights as recently as 2011

Figure 5

has clearly come to an end. The energy boom in the Bakken

Agricultural Commodity Prices, 2007-14
Index: January 2008 = 100

and other places is maturing, although market conditions for
Montana cattle producers remain extremely favorable. The
most current indicators on economic activity statewide, such
as Montana income tax withholding receipts, show slower
growth continued into the first half o f 2014. Together with
what appears to be unspectacular growth in the national
economy, our assessment is that the states overall economic
growth will be hard pressed to hit the 3 percent mark we
forecast for 2014 in January. □

Patrick M . Barkey is the director o f the Bureau o f Business
a n d Economic Research.
Source: International Monetary Fund.
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$118,010

Average w ages per worker
in the oil and ga s industry vs.
$49,800 in all U.S. industries

51.2%

Increase in employment in oil
and ga s industry vs. 1 percent
loss in all U.S. industries

Energy Boom
Surges in Every Sector
by Paul E. Polzin
Editor's note: A t the end o f the summer, Paul Polzin traveled to Washington, D.C., to testify before the U.S. House o f Representatives ’
Committee on Energy and Commerce about how differing energy policies and regulations are creating differing results as fa r as jo b
creation and economic growth. Follow ing are highlights from his testimony.
r
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The Bakken S h ale Play

ih e new American energy boom has been a bonanza
for federal and state government revenues. In

JL .

Montana, the oil and gas industry paid about $ 2 8 2.1

million in taxes, royalties, leases, and other payments to state
and federal governments in 2013.

The econom ic impacts o f the new American energy boom
are more dramatic when we look at a specific location. On
the Montana-North Dakota border —which includes the
western edge o f the Bakken formation —is one o f the newer
oil-technology plays that is based on the latest advances in

But the energy boom is not simply about taxes. It is

geophysics, nanotechnology, engineering, and production

also about people, their jobs, and their wages. Increased
energy-related activity is impacting the U.S. economy and

management and has led to the shale-energy revolution.

certain regional economies that have long been stagnant.

Small rural communities are the ideal laboratory for

Employment in the U.S. energy industry has provided many

econom ic analysis because the econom ic impacts o f energy

new high-paying jobs while other sectors o f the economy

developments are not masked by other influences and trends.

have experienced stable or even declining employment. In

There are boom-town atmospheres in towns like Sidney,

addition, certain places across the country that had stable

Montana, and Williston, North Dakota. As shown in the

or declining economies are now experiencing welcome

map, these towns are located in the adjacent counties o f

growth because o f new energy developments. It’
s not just

Richland in Montana and Williams in North Dakota. In

people in energy industries who are benefiting —workers in

both counties, the oil-drillings rig sprout like wildflowers,

industries such as construction, professional services, and
accommodations now have greater employment opportunities
and higher wages.

the traffic is astonishing, and there are no vacancies in the
few motels. To put things into perspective, before the energy
boom began, Richland County had a 2001 population
o f 9,424 people, with total employment o f 6,057, while

The U.S. Econom y

Williams County had 19,610 residents and 12,822 workers.

The U.S. economy has been mired in a deep recession
and a jobless recovery since 2007. The U.S. Bureau o f Labor
Statistics (BLS) reports that total nonfarm employment in the
U.S. had not regained its prerecession peak by 2013. Overall,
the number o f nonfarm jobs declined about 1 percent
between 2007 and 2013.
The oil and gas industry (technically part o f mining),
on the other hand, increased employment during the same
period. Between 2007 and 2013, the number o f oil and gas
workers increased almost 51 percent.
The oil and gas jobs are high-paying. The BLS reports that
the U.S. average annual wage (which excludes employer-paid
benefits) in the oil and gas industry was about $108,000
during 2013, the latest full year available. That is more than

Sources: Spokesman Review, U.S. Bureau of Land Management; Bakken
Resources Inc.

double the average o f $49,800 for all workers.
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Figure 1

resource taxes and regulations between Montana and North

Nonfarm Wage and Salary Employment
Richland County, MT, and Williams County, ND
1986 to 2013

Dakota, most experts do not believe they are the cause o f the
differential development. Instead, they point to the quality o f
the deposits, economies o f scale, and other technical factors

4.0

leading to the interstate differences.
The streets o f Sidney and Williston are crowded with
petroleum engineers, drilling managers, environmental
specialists, and other natural resource workers. But these
high-paying specialties are not the only ones to benefit from
the boom. Almost all sectors o f the local economies are
experiencing greater-than-expected growth in employment
opportunities and wages because o f the energy boom. The
following paragraphs look at employment and wage trends in
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three specific industries in Richland and Williams counties

12

that represent a wide variety o f sectors in the local economies.

Source: U.S. Bureau of Economic Analysis.

The construction industry consists o f skilled craftsmen
Richland and Williams counties weren’
t always booming.

building a variety o f industrial, commercial, and residential

As shown in Figure 1, both counties experienced stagnation

projects. As shown in Table 1, statewide employment grew

during most o f the last 30 years. From 1986 until just a

3.6 percent in Montana and 105 percent in North Dakota

few years ago, the total number o f nonfarm jobs in each

between 2003 and 2013. In Richland and Williams counties,

county remained stable. Then, both began to grow in about

the corresponding figures are a 109 percent and 900.2 percent

2004, corresponding exactly to the onset o f new drilling

increases. Average wages per worker increased 42.1 percent

activity. The upward trend began slowly and even stopped

in Montana and 85 percent in North Dakota from 2003 to

during the recession years o f 2008 and 2009. With the

2013. The growth was 105.9 percent in Richland County and

onset o f technological advances in horizontal drilling and

178.1 percent in Williams County during the same period.

other factors, employment growth accelerated dramatically

Professional, scientific, and technical services contain

beginning in 2010.

highly educated professionals such as lawyers, accountants,

The growth has been greater in Williams County than in

architects, and computer specialists. Table 2 shows that

Richland County. Although there are small differences in the

Montana employment in that sector increased 21.1 percent

One of many oil pumps lining the highways along the Bakken shale formation.
Photo by Annemiek Wilson, U M School of Journalism
B
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Table 1

was 67.4 percent. In Richland County the growth was 209.3

Percent Change in Employment and Average Wages
Construction Industry 2003-2013

percent, and in Williams County the increase was 355.7

Area
Montana
Richland County
North Dakota
Williams County

Change in
Employment

percent. Average wages in Montana increased 44 percent
during the 10-year period, and the figure for North Dakota

Change In Wages
per Worker

3.62%

42.1%

109.0%

105.9%

105.0%

85.0%

900.2%

178.1%

was 93.1 percent. Once again, the increase in Richland and
Williams counties were well above the statewide figures: 191.1
percent in the former and 292.1 in the latter.

Summary
What does all this mean? Simply put, the economic

Source: U.S. Bureau of Labor Statistics.

impacts o f the energy boom are being felt in all sectors o f
the economy.

Table 2

Percent Change in Employment and Average Wages
Professional, Scientific, and Technical Services
2003-2013
Area
Montana
Richland County
North Dakota
Williams County

Change in
Employment

Change In Wages
per Worker

21.1%

86.7%

130.0%

169.0%

44.7%

54.3%

410.6%

140.1%

Employment and wage increases have been significant
in the energy sectors, o f course, but also in industries with
workers who have a wide variety o f education, skill, and
training. Each o f the specific industries we examined earlier
now has average wages per worker above their respective
statewide figures, and several are well above.
It is rare for rural wages to exceed state averages that
may be dominated by higher urban wages. However, such
trends in energy-producing areas can have powerful effects in
strengthening rural economies. □

Source: U.S. Bureau of Labor Statistics.

Table 3

P aul E. Polzin is director em eritus o f the Bureau o f Business

Percent Change in Employment and Average Wages
Accommodation Industry, 2003-2013
Area
Montana
Richland County
North Dakota
Williams County

Change In
Employment

a n d Economic Research.

Change In Wages
per Worker

17.3%

44.0%

209.3%

191.1%

67.4%

93.1%

355.7%

292.1%

Source: U.S. Bureau of Labor Statistics.

between 2003 and 2013 while the corresponding figure for
North Dakota was 44.7 percent. Employment growth in
Richland County was 130 percent, and in Williams County it
was 410.6 percent. Average wages per worker increased 86.7
percent in Montana and 54.3 percent in North
Dakota. Wages per worker rose about twice as fast as their
respective statewide averages in Richland and Williams
counties, 169 percent in the former and 140.1 percent in the latter.
The accommodation industry has traditionally paid low
wages and is often mentioned as providing entry-level
positions for those with few skills. As shown in Table 3,
Montana employment increased 17.3 percent from 2003
to 2013, while the corresponding growth in North Dakota
A ranch in the middle of the Bakken oil fields.
Photo by Tara Oster, UM School of Journalism
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Economic Im pacts of Distributing Operations by Region

Employment
Personal Income

834
$43 Million

NORTHWEST

Employment
Personal Income

341
$22 Million

/

Employment
Personal Income

246
$9 Million

NORTH CENTRAL

EASTERN
SOUTHWEST
SOUTH CENTRAL
X.

Employment
Personal Income

671
$35 Million

Employment
Personal Income

m
286
$13 Million

Economic Impact of Beer and
Wine Distributors in Montana
by Colin B. Sorenson and Patrick M. Barkey

K

hether it’
s a deep ruby in color, refreshing and

worked with the association to gather information on sales,

slightly tannic, or its light copper with a crisp
hop finish, Montanans enjoy having choice and

variety in wine and beer. And Montanas 22 beer and wine
distributors do a good job o f delivering these products to the
states residents.

employment, and employee compensation, including the
value o f benefits packages, as well as other operational
information. Using a well-respected econom ic model,
Regional Econom ic Models Inc. (REMI), the Bureau was
able to compare two scenarios - a Montana econom y where
the beer and wine distributing industry never existed versus

A Bureau o f Business and Economic Research study
found that Montanas beer and wine distributors are major

an economy with the distributing industry —to find the

contributors to the economy, with impacts throughout the

econom ic impact.

state and across industry sectors.
Using a state-of-the-art policy analysis model, the Bureau
found that because o f the operations o f the Montana Beer

Distributor O perations
Montana’
s beer and wine distributors are a pillar o f the
three-tiered system o f state-based regulations on alcoholic

and Wine Distributors Association, Montanas econom y is
larger, more prosperous, and more populous. The operations
o f distributors result in a number o f econom ic benefits in the
state, including:
• 2,048 additional permanent, year-round jobs exist in

beverage production, distribution, and retail sales, which
came about in the United States after the repeal o f Prohibition
in 1933. These distributors have major impacts on the
state and local economies in which they operate. However,
their important roles as employers and contributors to our

the Montana economy;

econom ic well-being are not well understood by many.

• Montana households receive more than $120 million
in income;

Beer and wine distributors are ever-present in the state,
traveling within and among our communities to deliver
products to approximately 3,200 licensed accounts

• disposable household income is more than

throughout Montana’
s 56 counties. While distributors are

$100 million higher;

integral in the beer and wine supply chain, their trucks and

• sales from businesses and organizations based in

equipment are heavily branded with their clients’logos rather

Montana are nearly $200 million higher;
• tax and non-tax revenues, not including property taxes,
are more than $36 million higher; and

than their own. Therefore, the distributors themselves and their
economic contributions are not obvious to the general public.
The economic impacts from beer and wine distributing

• the population is nearly 2,500 higher.

are dispersed among the five econom ic regions o f the state, as

To determine the econom ic contribution o f the Montana

shown in the map on page 10.

Beer and W ine Distributors Association, the Bureau
M o n ta n a
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Em ploym ent Im pacts
While employment impacts from

Montana
Beer and Wine
Distributors Support:

distributor operations are concentrated
in the wholesale trade sector, which
includes beer and wine distributing,
several other sectors are also supported by
the activities o f Montanas beer and wine
distributors, including manufacturing,
state and local government, construction,
and retail trade. Each o f these sectors
has employment impacts o f over 100
jobs due to distributor activities (Figure
1). Many o f the manufacturing jobs
supported by distributor operations
are in Montanas burgeoning craft beer
sector. The spending o f workers employed.
by distributors, as well as the vendor

in Montana with average
^ anneal earnings of $54,000

purchases o f distributors, are the drivers
that support additional jobs outside o f the
wholesale trade sector.

Personal In com e Im pacts

mmp

The operations o f Montanas
distributors clearly lead to more income
flowing to Montana households.
Total wage and salary disbursements

in additional income tn Montana
households from Montana heer I
and wine distributing

to Montana employees are nearly $80
million higher due to the activities o f
distributors. Furthermore, adding the
value o f benefits packages and business
owners’income results in additional
earnings o f $ 110.4 million due to
distributor operations.
Other types o f income are impacted

in additional gross sales across
Montana industry sectors each year
doe to distributor operations

by distributor operations as well, and
including the induced income from
dividends, interest, and rents brings the
personal income impact o f Montanas.
distributors to $121.5 million. Finally,
disposable personal income, or the income
to Montana households net o f taxes, is
$ 105-7 million higher annually due to the
operations o f Montana distributors.

in additional state revenue doe to
beer and wise distributer operation#

1 2
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G ross S a le s Im pacts
The operations o f Montana distributors
have a positive effect on gross sales o f
businesses, not only in the wholesale trade
sector but across a broad range o f other
sectors o f the Montana econom y as well
(Figure 2).

Figure 1

Wholesale trade businesses in Montana

Employment Impacts

have $102.3 million more in sales volume
because o f the operations o f the beer and

WholesaleTrade
Manofacturing
Stateandlocal Gevernmeet
Construction
Hetail Trade
Healthcare
AccommodationsandFeed
OtherPrivateSector
OtherServices
TOTAl

wine distributing industry. Furthermore,
the manufacturing sector in turn has
an impact o f $23 million because o f
distributor activities. The large impact
on manufacturing is due in part to the
close relationship between manufacturing
and distributing locally produced beer
and wine. Working with distributors
allows local producers to get more o f their
product to retailers without the logistical

1,194181 181 128 113 87 75 54 38 2,048

constraints o f self-distributing.

C om pensation Im pacts
Wages and salaries paid to Montana
workers are higher by $80 million per
year in an economy with beer and
wine distributing activities, and when
benefits are added to that, the additional
compensation is more than $100 million
annually. By adding in income o f

Figure 2

proprietors and the self-employed, that

Gross Sales Impacts,
$ Millions

figure adds up to an impact o f more than
$110 million because o f the operations
o f Montana distributors. The additional
jobs supported by the beer and wine
distributing sector also have relatively
high earnings o f $53,921 per job.

WholesaleTrade
Manufacturing
Stateandlocal Government
Construction
Betail Trade
Healthcare
OtherPrivateSector
AccommodationsandFood
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Population Im pacts

Table 1

Population Impacts

A larger econom y with more job opportunities is an
attraction to potential workers outside Montana. It also can

1 Age Cohort

Population Increase

cause a Montanan, who might have migrated to another

Ages 0-14

state, to stay in Montana instead. Thus, beer and wine

Ages 15-24

297

distributor operations have an impact on state population.

Ages 25-64

1,426

The population impact is mainly in the working age group

Ages 65+
TOTAL

o f 25-64, with 1,426 people. Additionally, the activities o f

652

97
2,472

beer and wine distributors have a population impact o f 97
people over age 65, 297 people ages 15-24, and another

Table 2

652 who are age 14 or younger (Table 1). New Montana

Selected State Revenue Impacts, Millions of Dollars

residents attributable to the beverage distributing sector tend
to be in the younger age cohorts. Workers migrating for job

1 Category

Impact

Intergovernmental Revenue

6.8

opportunities are often younger, and these workers often

Selective Sales Tax

2.0

bring children with them.

License Taxes

1.0

Individual Income Tax

4.8

Corporate Income Tax

0.7

OtherTaxes

3.4

S ta te R evenue Im pacts
Beer and wine distributors clearly have an impact on
governments as well as other business sectors. The larger

Beer and Wine Excise Tax

6.8

and more populous econom y due to distributor operations

Current Charges

2.7

generates a larger tax base. Table 2 includes some o f the

Miscellaneous General Revenue

2.0

additional revenues that are generated in a Montana economy

Insurance Trust Revenue

6.0

that includes the operations o f beer and wine distributors.

TOTAL

Source: Bureau o f Business and Economic Research. University of Montana.

Sum m ary
Without the operations o f Montanas distributors, the
state econom y would look much different. The financial
flows described above would not be present, and the choice
and variety offered to consumers would be significantly
diminished.
These measures all point to the importance o f the beer and
wine distributing sector to the Montana economy. In terms
o f jobs, income, sales, and revenue to state government, the
econom ic impacts o f this sector are evident across industries
and among regions o f the state. □

Colin B. Sorenson is a BBER research economist.
Patrick M . Barkey is the director o f the Bureau o f Business a n d
Economic Research.
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Off-Highway Vehicles in Montana
Popular and a Growing Part of the Economy
by James T Sylvester

M

ontanans are enthusiastic owners and users o f off-highway vehicles, with
about 77,200 registered in 2013. They buy and register about 5,000
machines each year for fun and for work. The recreational activity days

Montanans spent using OHVs nearly quadrupled from 2007 to 2013. Montana O H V
users spend between 4.2 million and 5.9 million days recreating.
The economic and recreational impacts o f Montanans’O H V activities are
significant. Residents spend about $208 million per year on O H V activities, nearly
all o f that for gasoline. O H V users buy about 6.6 million gallons o f gasoline per year.
With a base tax o f $0.27 per gallon, resident O H V users in Montana generate more
than $1.8 million in revenue for the state highway trust fund.

Nonresidents also participate in O H V activities in Montana,

77,200 O H V s registered in Montana in 2013. About 5,000

particularly during hunting season. The dispersed nature o f

O H V s are registered each year in Montana. These yearly

O H V use makes estimating nonresident use difficult, so we

registrations are a combination o f newly purchased machines

focused on Montana residents. If nonresident O H V users

and used O H V s being registered by new owners. O H V s for

were included, the numbers would be much larger.

commercial use are also included.
Residents o f rural southern Montana counties are more

At the request o f Montana State Parks, the Bureau o f

likely to own an O H V than in urban areas, which have very

Business and Econom ic Research conducted a survey o f
523 Montana households whose members own registered

low per capita ownership. Per capita ownership o f O H V s in

OHVs. O f these households, 281 o f these completed

southwestern Montanas Granite County is 0.52 per person.

interviews asking about their O H V use. An additional 200

In other words, about half o f Granite County residents own

O H V households were mailed a questionnaire, and 33 were

an OHV. The counties with the lowest O H V ownership are

returned. Following are summaries o f our findings.

Big Horn, Roosevelt, and Glacier counties.

OHV Numbers

Activity Days and D estinations
One measure o f the sports popularity is the number

O H V owners

i

Per capita

i

ownership of OHVs in
southwestern Montana’
s
Granite County is 0.52
per person, in other
words, about half of
Granite County residents
own an OHV.”

who use their OH V s

o f activity days, a figure roughly defined by the estimated '

on public lands are

number o f O H V users and their average number o f outings

required to register

per season. Since O H V riding is a dispersed outdoor activity,

with the Montana

precise counts are virtually impossible; however, we derived

Department o f

an estimate using survey data. Using the number o f OH Vs

Justice, Title and

and the average number o f days the typical participant uses

Registration Bureau.

his or her machine, we estimate the number o f activity days

Figure 1 shows the

for resident O H V use is between 4.2 million and 5.9 million

number o f OH Vs

days, an increase over the 2007 estimate o f 1 million and 1.5

registered since

million days. The increase can be attributed to the number

1995. Changes in the

o f registered O H V s growing from about 54,000 in 2007 to

titling o f O H V s in

about 77,200 in 2013 and the average number o f days they

2005 resulted in a large increase in the number o f registered

were used increasing from 42 days per year in 2007 to 65 days

machines, as people with unregistered O H V s took advantage

per year in 2013.

o f the permanent license for recreational vehicles and trailers.
In 2007, about 54,000 O H V s were registered with the state
o f Montana. Data are unavailable for 2009. There were

Most O H V activity occurs in southwestern Montana,
which is the hub from a participant standpoint as well as a
destination.

Figure 1

Number of Registered Off-Road-Only OHVs, Montana, 1995-2013

Source: Montana Department o f Justice, Title and Registration Bureau.
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Expenditures

Table 1

Resident OHV Expenditures per Person per Day
Montana, 2013

The BBER survey o f resident expenditures suggests that
residents typically don’
t incur lodging costs and spend little
on eating and drinking and other expenses. A majority o f

Percent of
Respondents with
Expenditures

residents don’
t make expenditures in most o f the spending
categories (Table 1). Residents’
median expenditures were about

Median

Total

$37

$37 per day, all on gasoline for machines and transportation.

Gasoline for OHVs

This number is lower than the $41 per day reported in 2007.

Gasoline for transportation

The difference may be due to improved performance in

Lodging

mileage —in both OH V s and transportation vehicles.
Even though resident O H V users are not considered part
o f the economic base, residents spend a significant amount
o f money using OH V s in Montana (Table 2.) Residents
spend about $175 million on trip expenditures, nearly all for
gasoline. In 2007, trip expenditures were about $43 million.
The increase in trip expenditures between 2007 and 2013 is a
result o f nearly four times the number o f activity days in 2013

100%

$12

69%

23

7%

0

Campgrounds

27%

0

Restaurants, taverns, etc.

51%

2

Grocery stores

6%

0

Entertainment

4%

0

OHV dealers

5%

0

Other retail

9%

0

Other outing expenses

6%

0

Source: Bureau of Business and Economic Research, University of Montana.

and higher fuel prices.
Montana recreational O H V users spend about $33 million
on yearly expenses. Over three-quarters o f yearly expenditures
are spent on OHVs, trailers, and maintenance. These

Table 2

Total Resident OHV Expenditures, Montana
2007 and 2013

numbers show an increase over 2007. More OHVs, used

2007

more often by “
super users,”are the reason for the increase.

Gasoline Use
Gasoline usage estimates are important because they

$69,712,000

$207,923,000

Total trip expenditures

$42,900,000

$175,000,000

Gas for OHVs

$21,900,000

$60,000,000

Gas for transportation

suggest tax amounts contributed to the state highway trust

Total yearly expenditures

fund by O H V users. We asked each respondent the average

OHVs

distance traveled on a typical O H V outing. Resident O H V
users travel a median o f about 20 miles per day.
We used several additional items on the questionnaire to

2013

Total resident expenditures in
Montana

21,000,000

115,000,000

$26,812,000

$32,923,000

$4,734,000

$9,665,000

OHVtrailers

1,934,000

1,415,000

OHV clothing

2,700,000

3,628,000

Safety equipment

1,674,000

2,162,000

estimate and verify gas usage. Specifically, we asked three

OHV repair and maintenance

7,344,000

15,208,000

questions about each working O H V a household owned.

OHV registration and licensing

110,000

305,000

Table 3 shows the questions and the results compiled from
respondents’answers.

Other yearly OHV expenditures

8,316,000

540,000

Source: Bureau of Business and Economic Research, University of Montana.

These results were then used to calculate the average
amount o f gasoline used each year by O H V s in Montana.

Table 3

This average amount was then multiplied by the number o f

OHV Characteristics

privately owned OHVs. Montana O H V riders used about
6.6 million gallons o f gas during 2013 and contributed more
than $1.8 million to the highway trust fund, both increases
over 2007 (Figure 2, page 18).

Answer

1 Question
How many days is that OHV used per year?

A median of 24 days per year.

How many miles per gallon does the
machine achieve?

An average of 27 miles per gallon.

How many gallons of gas are used by the
OHV each day?

An average of 2.5 gallons per day.

Source: Bureau of Business and Economic Research, University of Montana.
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Figure 2
OHV Fuel Use and Taxes Paid, Montana
2007 and 2013

comments reflected a view that the activities o f a few were
ruining riding opportunities:
“
Education on proper use and respect o f land, not tearing
up countryside with off road vehicles.”
“
A lot o f users pick places they shouldn’
t go; ones that don’
t
follow the rules are issues for off road vehicle users.”
“
O H V safety and land destruction through improper
O H V use.”
“
People [are] not abiding to rules in state and national
parks so the rest o f us have to put up with things being
closed because o f their stupidness.”

Summary
Montana residents continue to purchase and register
thousands o f O H V s per year, demonstrating growth in O H V

Source: Bureau of Business and Economic Research, University of Montana.

activity. O H V users spent nearly triple the amount they spent
in 2007, which contributes to the well-being o f the business

Key Issu es

community. In addition, they generate significant revenue

The BBER survey also offered an opportunity for

for the state highway trust fund. Access, safety, and personal

respondents to comment on what they thought was the most

responsibility are important issues for O H V users, and

important issue facing off-highway vehicle recreation

responsible riders worry that a few irresponsible riders could

(Figure 3). Access to trails was the most frequently cited

threaten their future. Q

issue, with 58 percent mentioning access issues. About 12
percent o f residents mentioned safety, and another 10 percent
personal responsibility. Many o f the personal responsibility

James T. Sylvester is an economist w ith the Bureau o f Business
a n d Economic Research.

Figure 3

The Most Important Issue Facing Off-Highway Recreation

58%

17% No R esponse

Access to Trails

1 2 % , S a fety

10% Personal Responsibility
I 3% Impact on the Environment

___.-. Source: Bureau o f Business and Economic Research, University of Montana.
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Registration

The New American
Energy Revolution

Complete form , detach, and mail w ith payment to:
Bureau o f Business and Economic Research
Gallagher Business Building, Suite 231
University o f Montana
Missoula, MT 59812-6840
You may also register online at www.bber.umt.edu

Reshaping Montana

2015 Econom ic Outlook Sem inar
Presented by Northwestern Energy and the University of
Montana Bureau of Business and Economic Research
Program:
Americans using less gasoline? Oil production in the continental 48
states actually growing? Plug-in chargers for electric vehicles in parking
lots? All o f these things were a fantasy just a few years ago, but they are
increasingly all around us today. Nothing less than a revolution has taken
place in the way we produce, market, and think about energy o f ail
forms, and Montana companies and facilities have been a big part o f it.
It's an energy boom, o f course, but it's a completely different character
from the past. And the challenges and opportunities for Montana

Locations:
□ Missoula
Jan. 23,2015 (Friday)
Univ. o f MT, UC Ballroom

a Butte
Feb. 5, 2015 (Thursday)
La Quinta Inn

□ Helena
Jan. 27, 2015 (Tuesday)
Best Western Great Northern

□

Kalispell

□ Great Falls
Jan. 28, 2015 (Wednesday)
Hilton Garden Inn

□ Sidney
March 17, 2015 (Tuesday)
USDA/ARS

□ Billings
Feb. 3,2015 (Tuesday)
Crowne Plaza

□ Miles City
March 18,2015 (Wednesday)
Bureau o f Land Management

Feb. 13, 2015 (Friday)
Hilton Garden Inn

communities across the state are unfolding before our eyes. Joining us
for our 40th Annual Montana Economic Outlook Seminar as keynote
speaker is someone who has experienced the rapid changes in energy

□ Bozeman
Feb. 4,2015 (Wednesday)
The Commons at Baxter & Love

development up close. Retired Devon Energy Executive Vice President
Bill W hitsitt has returned to Montana after a long and successful career

Name ___________________

in the energy business w ith an inside view o f how it has all come
E-mail____________________

together.
In addition to the keynote presentation, this half-day seminar and
luncheon w ill highlight the latest economic trends for local, state, and
national economies. Bureau economists Patrick Barkey and Paul Polzin
will present economic forecasts fo r each seminar city, and industry

Organization------------------------Address -----------------------------C ity ________________________ ____ State

experts w ill provide the outlook fo r Montana's im portant sectors.

Phone_________________ _________ Zip _

Continuing education credits are available. Groups o f five or more may

Payment:

register at a discount online at www.bber.umt.edu. Sign up now and
guarantee your spotl

□ Check enclosed
(Payable to: Bureau o f Business and Economic Research)
□ Credit Card (Visa, MasterCard)

Schedule

Card no. ---------------------------------- --------------------------------------------

7:45 - 8:00

Coffee and Registration

8:00 - 8:15

Introduction and Overview

8:15 - 8:45

U.S. and Montana Outlooks, Patrick Barkey

Signature ------------------------------ —--------------------------------------------

8:45 - 9:05

Local Outlook, Paul Polzin

Fees:

9:05 - 9:25

Health Care, Bryce Ward

9:25 - 9:35
9:35 - 9:55
9:55 -10 :1 5
10:15 -10 :3 5

Coffee Break
Nonresident Travel, Norma Nickerson
Agriculture, George Haynes
Manufacturing and Forest Products, Todd Morgan

10:35 -10 :4 5

Coffee Break__________________________________

10:45 -11 :0 5

Real Estate, Sue Larew

11:05 -11:25

Energy, Terry Johnson

11:25 -11 :4 0
1 1 :4 0 -11:50

Local Expert Report___________________________
Wrap-up and Summary, Patrick Barkey

11:50 - Noon____Break_______________________________________
Noon -12:50
Luncheon Keynote, Bill Whitsitt (Introduction by
(lunch provided) Bob Rowe)
12:50

Closing Remarks

Expiration-------------------------------- —----------CVCCode------------------

□ $85 registration includes seminar lunch and a one-year
subscription to the Montana Business Quarterly
"Group discount registration available online at www.bber.umt.edu
□ $30 processing fee for each continuing education category:
□
□
□
□
□
□
□
□
□

Montana Society of CPAs, 4 credits
Montana Board of Real Estate Appraisers, 5 credits
Institute o f Certified Management Accounts, 4 credits
Society of American Foresters, .5
Category 1 &. 3.5 Category 2 credits*
Montana Insurance Continuing Education Program, 2 credits*
HR Certification Institute for PHR, SPHR and GPHR,
4.5 Strategic credits
Montana Board of Realty Regulation, 4 Credits*
Montana Teacher Professional Renewal Units, 5 credits*
Montana Board o f Social Work Examiners and Professional
Counselors, 2 credits*

"Awaiting confirmation

2015 Economic
Outlook Seminar
Missoula
Helena
Great Falls
Billings
Bozeman
Butte
Kalispell
Sidney
Miles City

The New American
Energy Revolution
Reshaping Montana

Don’
t miss out!
2015 Economic Outlook Seminar
Fill out the registration form
reverse side and mail today
or register online at www.bber.umt.edu

Bill Whitsitt
Executive in R esidence and
Visiting Professor in Public Affairs Management
UM School of Business Administration
Joining us fo r our 40th Annual Montana Economic Outlook
Seminar as keynote speaker is someone w ho has experienced
the rapid changes in energy development up close. Retired
Devon Energy Executive Vice President Bill W hitsitt has returned
to Montana after a long and successful career in the energy
business w ith an inside view o f how it has all come together.
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